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MINUTES
Council on Postsecondary Education
May 20, 2002

The Council on Postsecondary Education met May 20, 2002, at 8:30 a.m.
in the University Center at Northern Kentucky University, Highland
Heights, Kentucky. Chair Whitehead presided.

Mr. Whitehead thanked President James Votruba and the Northern
Kentucky University staff for hosting the meeting.

The following members were present: Norma Adams, Walter Baker,
Peggy Bertelsman, Bart Darrell, Ron Greenberg, Susan Guess, John Hall,
Charlie Owen, Chris Pace, Lois Combs Weinberg, and Charles Whitehead.
Steve Barger, Richard Freed, Joan Taylor, and Gene Wilhoit did not
attend.

President VVotruba welcomed the council to the NKU campus. He said that
the previous afternoon a session was held for the council members to
inform them about the northern Kentucky region — its economy, P-16
education, and what employers need from the university. Speakers were
Barbara Stonewater, Executive Director, Northern Kentucky Council of
Partners in Education; Ed Hughes, President/CEO, Northern Kentucky
Community and Technical College District; Gary Toebben, President,
Northern Kentucky Chamber of Commerce; Paul Smith Jr., Site General
Manager, Fidelity Investments-Midwest Region.

President VVotruba gave a presentation about Northern Kentucky
University, giving highlights of the university and how it fits into
postsecondary education reform. He said the university is a servant to the
region, exists to support it, and measures itself in those terms.

The minutes of the March and April meetings were approved as
distributed.

Mr. Whitehead said that Sue Hodges Moore has taken over the day-to-day
operations of the council and will become interim president June 16.

Dr. Moore said that she and the council staff are committed to working
with the council during this transition period.

A summary of legislation affecting postsecondary education passed by the
2002 Kentucky General Assembly was distributed.

Both the 2002 Regular Session of the Kentucky General Assembly and the
2002 First Extraordinary Session ended with no agreement on a budget for
2002-04. The staff will update the council as information is available.
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It is anticipated that the 2002-04 budget bill will include an agency bond
pool for the colleges and universities, although it will be much smaller
than that originally proposed by the Governor in January. The bill will ask
the council to recommend individual projects to be funded with the agency
bond pool. The staff prepared a suggested list of five priorities for
discussion. If a budget for 2002-04 is enacted, the council staff will
present priorities and a list of recommended projects to be funded for
council approval in July.

RECOMMENDATION: The staff recommends that the council amend
the 2002-04 list of eligible projects for agency bond authority to include
the Eastern Kentucky University $10.5 million high voltage electrical
distribution system project. The staff also recommends that the council
request that the Governor and the General Assembly provide at least $41.8
million agency bond pool authorization for 2002-04.

MOTION: Mr. Greenberg moved that the recommendation be approved.
Ms. Bertelsman seconded the motion.

Eastern Kentucky University has requested authority to complete an
emergency project that provides a long-term solution for its primary high
voltage electrical distribution system. This project was not anticipated by
the university and, therefore, was not included in the list of eligible
projects to be funded by the agency bond pool. Approval of this
recommendation would place the project in the Priority 3 list of projects.

VOTE: The motion passed.

Ms. Bertelsman requested that the council work with the presidents in
their budget-setting process to ensure that each university includes in its
budget a certain percentage for on-going maintenance projects.

Kentucky was recently asked to be a model state for the student learning
component of Measuring Up 2002, the next edition of the state-by-state
report card on higher education published by the National Center for
Public Policy and Higher Education. Because of the key indicator system,
Kentucky is farther along than most other states in collecting the right
kinds of information. The 2002 report card will include a chapter that
features the work being done in Kentucky. In addition, from 2002 to
2004, Kentucky will be one of six or seven pilot states to administer
common surveys and exams and bring together test scores and pass rates
identified by the states and the National Center.

RECOMMENDATION: The staff recommends that the council approve
the adult education budget for 2002-03, authorizing allocation of
$11,648,637 of the $12 million available in the Adult Education and
Literacy Trust Fund for 2002-03 to support continued implementation of
the adult education agenda.



2002-03 ADULT
EDUCATION BUDGET

KYVAE.ORG

MOTION: Ms. Bertelsman moved that the recommendation be approved.
Ms. Weinberg seconded the motion.

In November 2000, the council approved a strategic agenda and a nine-
point plan for adult education in Kentucky. Dr. Cheryl King, Associate
Vice President for Adult Education, said that the state is making great
strides, and it is highly possible that the enrollment goal of 75,000 for
2002-03 will be met. The goal for 2003 is 90,000.

VOTE: The motion passed.

In another attempt to extend access and increase the efficiency of teaching
adults, the Kentucky Virtual University is working with the Kentucky
Department of Adult Education and Literacy to provide Web-based
services through KYVAE.org. The mission of the site is to provide the
adult learner and the adult educator access to literacy information,
curriculum, resources, and services.

Peg Ramsey, director of adult education in Kenton County, spoke about
the value of the adult education on-line products. These tools serve as a
means to increase the numbers and the success of adult education students.

Dr. King encouraged council members to visit the mobile adult education
unit parked outside the meeting site. This

vehicle is an effort to go where the people are who need adult education
services.

Dr. King introduced James Parker, Southern States Coordinator for the
Office for Vocational Adult Education, United States Department of
Education. Mr. Parker and others members of a review team are in
Kentucky to visit and talk with adult education providers. At the
conclusion of the review, a report will be issued which will be shared with
the council members. The federal government has initiated a new review
system and Kentucky was chosen to be the first review state in the
southern states because of the partnership with postsecondary education.

Mr. Whitehead read a resolution honoring and commending President
John Shumaker for his service to the University of Louisville and the
Commonwealth of Kentucky. President Shumaker is leaving UofL to
become the president of the University of Tennessee.

The Fund for the Improvement of Postsecondary Education, an agency of
the U.S. Department of Education, has accepted the KYVU pre-proposal
asking for $450,000 over three years to help expand significantly the scope
of the KYVU call center.

Kentucky recently hosted the 53" annual Intel International Science and
Engineering Fair. Council staff member Jennifer Marsh said that the fair
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was a huge success. The council, along with the Kentucky Department of
Education and the Governor’s Office, contributed funds to help the fair
showcase Kentucky. All the institutions provided judges for the
competitions. All the public institutions and most of the independent
institutions provided scholarships worth over $1.7 million. Ms. Marsh
thanked Ms. Weinberg for moderating a women’s panel to talk with girls
about succeeding in life and particularly in science.

Performance indicator data was reported on graduation rates of bachelor’s
degree students, numbers of community and technical college transfers,
and average number of credit hours transferred. The systemwide
graduation rate for baccalaureate students has improved significantly since
1997. The number of students transferring out of the KCTCS and
Lexington Community College to public and independent four-year
institutions is down, but the number of students transferring to public
institutions is up. Details

by institution were included in the agenda book. The cumulative data is
available on the council’s Web site.

RECOMMENDATION: The staff recommends that the council endorse
the applied associate transfer agreement patterned after the council’s
general education transfer agreement and the baccalaureate program
transfer frameworks.

Dr. Jim Applegate, Vice President for Academic Affairs, said there are
increasing numbers of students seeking to transfer to baccalaureate study
after receiving applied associate of science degrees from community
colleges. The council staff and the institutions thought it made sense to
expand the transfer agreement to accommodate these patterns of behavior.

MOTION: Mr. Baker moved that the recommendation be approved. Ms.
Weinberg seconded the motion.

Ms. Bertelsman said that this will give real meaning of “system” to
students who choose to transfer courses from one institution to another or
who wish to continue their education at a four-year institution.

VOTE: The motion passed.

RECOMMENDATION: The staff recommends that the council propose
amendments to the administrative regulation, entitled 13 KAR: 2:090
Kentucky Educational Excellence Scholarship, so that the administrative
regulation can undergo the Legislative Research Commission amendment
process and be reviewed following the requirements of KRS Chapter 13A.

The changes result from the actions taken by the 2002 Kentucky General
Assembly. These include expanding KEES award payments to the
children of Kentucky’s active military personnel when the children attend
high school out-of-state, and allowing students to receive full eight
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semesters of KEES awards when their major includes graduate-level study
before they complete a four-year undergraduate program. The council
staff had planned to propose a change having to do with calculating
cumulative grade point averages but this revision needs more study so will
be brought to a future council meeting.

MOTION: Ms. Weinberg moved that the recommendation be approved.
Ms. Bertelsman seconded the motion.
VOTE: The motion passed.

A report was included in the agenda book on the April 15 meeting of the
Committee on Equal Opportunities. Major topics of discussion were the
performance of students on the PRAXIS 1l exam for teacher certification
and items related to teacher preparation. The CEO recommended that the
council send a letter to KSU expressing grave concern about the continued
decline in performance on the PRAXIS exam by students in the KSU
teacher education program.

Mr. Baker said that he has always been supportive of efforts to improve
Kentucky State University. But he said that the pass rate for KSU students
on the PRAXIS exam is disgraceful. He said students across the entire
Commonwealth are doing well except those at KSU. It is unfair to the
Kentucky students attending that institution to be educated in such a way
that they are not performing like their peers elsewhere in the state.

President Reid said his institution’s number one priority is to improve the
test scores of those students and a plan is in place to achieve this. He said
it is unfair to compare KSU students with other students in the
Commonwealth. KSU has an open access policy, and data shows that
KSU students need considerably more support, counsel, and programs in
order to be successful. He also said that the performance on the PRAXIS
is not a criteria to determine the performance of teacher education
programs. He said the proper use of the PRAXIS is to develop the
programs at the institutions. He said that KSU should be given time to
implement its plan to improve the test scores and should not be compared
to other institutions in the state.

MOTION: Mr. Baker moved that the council send a letter to the Kentucky
State University board of regents expressing concern with the performance
of students on the PRAXIS test and expressing the need for improvement.
Mr. Hall seconded the motion.

VOTE: The motion passed.
RECOMMENDATION: The Committee on Equal Opportunities

recommends that the council extend the effective date of the 1997-2000
Kentucky Plan for Equal Opportunities to July 2004.

The Kentucky Plan expires July 30, 2002. The partnership agreement with



the U.S. Department of Education’s Office for Civil Rights to bring
Kentucky into compliance with Title VI of the Civil Rights Act of 1964
expires December 31, 2002. Kentucky will not know whether it will be
released from the partnership until March 2003. Therefore, the current
plan should be extended to allow the completion of the partnership
agreement and to allow sufficient time to develop a new equal
opportunities plan.

MOTION: Ms. Guess moved that the recommendation be approved. Ms.
Weinberg seconded the motion.

VOTE: The motion passed.

RECOMMENDATION: The staff recommends that the council approve
the undergraduate and graduate tuition reciprocity agreements between
Kentucky and Ohio.

The agreements between Kentucky and Ohio expire June 30, 2002. They
expand educational opportunities in the northern Kentucky/Cincinnati
area.

MOTION: Mr. Baker moved that the recommendation be approved. Ms.
Weinberg seconded the motion.

VOTE: The motion passed.

Information was included in the agenda book pertaining to the status of
Kentucky Innovation Act activities; endowment match program 2000-01
annual report; report on teacher education summit; workforce development
labor market survey; report on the March collaborative discussion; and a
EXTENSION OF 1997 KY  report on the KYVU memorandum of agreement with West Virginia.
PLAN FOR EQUAL There was no discussion of these items.
OPPORTUNITIES
Mr. Whitehead announced that he has appointed Bart Darrell to the P-16
Council and Richard Freed to the Kentucky Educational Television Board.

MOTION: On behalf of the nominating committee, Ms. Weinberg moved
that Norma Adams serve as council chair for the coming year, effective
July 1, 2002. Ms. Bertelsman seconded the motion.

VOTE: The motion passed.

MOTION: On behalf of the nominating committee, Ms. Weinberg moved
that Mr. Barger serve as council vice chair for the coming year, effective
July 1, 2002. Ms. Bertelsman seconded the motion.

VOTE: The motion passed.

Mr. Whitehead said that the council itself will operate as a committee of
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the whole to conduct the search for the next council president. A
screening committee has been appointed: Mr. Baker (chair), Mr. Hall
(vice chair), Mr. Freed, Mr. Greenberg, Ms. Bertelsman, Ms. Guess, Mr.
Pace, and President VVotruba. The screening committee should move as
quickly as possible and present candidates back to the council.

As outgoing chair, Mr. Whitehead said that it has been a pleasure to serve
for the last three years. He said that reform is alive and well, and our
indicators show that the state has made tremendous progress. The council
should be proud of what has been accomplished. But this is a process and
a lot of work remains to be done. Education is the future of Kentucky and
the council is not going to let the citizens of this state down. The citizens
of Kentucky will have the same standard of living as the rest of this
country and the rest of the world.

Mr. Whitehead said that he was disappointed in a recent newspaper article
where President King Alexander spoke about the lack of trust in the
council. He asked President Alexander to explain his comments.

President Alexander said that he is not concerned with the individual
council members but said there is a communication gap between the
council as a whole and the presidents. He said that postsecondary reform
is vital to the growth of the state. The next council president should have
the confidence of every university and college in the state and decisions
should be made cooperatively and collaboratively, not unilaterally. The
new president must be an advocate for public and private but primarily
public postsecondary education and funding methodologies must be fair
and equitable all across the state.

Mr. Whitehead said that the council has made it its mission to say that the
whole is greater than the sum of its parts and has been trying to build a
system. He said that he recently met with the chairs and vice chairs of the
institutions’ boards of regents and trustees and there was agreement to
operate as a system rather than individually to improve the lives of the
citizens of the Commonwealth. Funding is limited and priorities must be
set to use the money that is available in the best way possible for the good
the state.

Ms. Bertelsman said that the council is going through a period of
transition and needs the support of everyone, particularly the presidents.
She asked the presidents for their support and to give the council the
opportunity to answer questions and concerns.

President Votruba said that the council received a letter from him on
behalf of all of the presidents expressing support of postsecondary reform
and support of the council during this transition. He said that there will
probably always be some level of tension between the council that sets
overall priorities for the state and the institutions that must represent the
communities they serve. It is important to find a leader who understands
those realities and doesn’t let “perfect be the enemy of good.” Higher
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education is at the center of this state’s priorities more than any time in
recent history. There has been a cultural change in Kentucky. This year
higher education was the last to receive budget cuts — not the first, which
was the practice prior to 1997. Part of the responsibility of the council is
to keep higher education at the center of economic and quality-of-life
issues in this state.

State Representative Jim Callahan was in the audience and addressed the
council. He said he sponsored House Bill 1 passed by the 1997
Extraordinary Session of the Kentucky General Assembly after talking
with Governor Patton about the Governor’s vision of where he wanted to
see Kentucky go in postsecondary education. Representative Callahan
said that the selection of the next council president is a very important
decision. The new president must be very diversified. The president and
the council must be strong and the institutions must be willing to
cooperate to continue postsecondary education reform. We must look to
the future and do better than we did in the past, although we have made
great improvements. Representative Callahan said he is deeply committed
to ensure we do not change what has been started for Kentucky. He
appealed to the presidents to work with the council and to not return to the
old system. He also said that it is important that the next Governor of
Kentucky has the same feeling about education as Governor Patton.

Mr. Whitehead said that it has been a pleasure working with the council
staff and complimented the staff on its work.

The next meeting is July 21 and 22 at Centre College in Danville.

The meeting adjourned at 11:45 a.m.

Sue Hodges Moore
Interim President

Phyllis L. Bailey
Secretary
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Council on Postsecondary Education
July 22, 2002

Executive Summary

Cross-Cutting Issues

Because the Kentucky General Assembly failed to adopt a budget in both the 2002 Regular
Session and the First Extraordinary Session, the Governor has issued an executive order with an
attached spending plan for fiscal year 2002-03. The plan closely mirrors the various
appropriations and related provisions included in House Bill 1 as introduced by the Governor in
the April special legislative session. The only major difference for postsecondary education
between House Bill 1 and the executive spending plan relates to debt-funded projects because the
administration has concluded it does not have the authority to issue debt absent a legislatively-
enacted budget. So depending on when the General Assembly actually enacts a budget, there
may or may not be a delay in selling bonds for the Endowment Match Program (“Bucks for
Brains”). If a budget had been approved, bonds could not have been issued any earlier than

January 1, 2003. Additional information begins on page 17.

The staff recommends that the council approve the 2002-03 Agency

page 21.)

The 2002-03 Agency Spending Plan follows the requirements of the Governor’s 2002-03
spending plan. Details about the agency spending plan are provided in a booklet bound separate

from this agenda book.

Spending Plan in the amount of $120,022,242. (For details, see —




The staff recommends that the council approve the guidelines for
distribution of any bond authority provided by the 2002-04
Postsecondary Education Agency Bond Pool and the guidelines for

allowing institutions to access any unmatched funds in the 2000-02
Postsecondary Education Capital Renewal and Maintenance Pool.
(For details, see page 23.)

Capital project pools are important tools to develop and maintain the basic infrastructure of the
Commonwealth’s investment in physical plant at our universities and colleges. The Governor’s
fiscal year 2002-03 spending plan does not include an agency bond pool for the colleges and
universities or any other debt-financed pools or projects. However, the council is being asked to
adopt guidelines for allocation of agency bond authority should a special session be called so
institutions will know the program guidelines in advance of a 2002-04 budget bill being passed
by the General Assembly. Draft guidelines were provided for council discussion at the May

meeting.

Originally, some institutions have not been able to fully match state monies to complete capital
renewal and maintenance pool projects. They have asked for

an extension and also the opportunity to complete the highest priority projects immediately. The
council is asked to adopt guidelines allowing the colleges and universities access to the capital

renewal and maintenance funds.

The staff recommends that the council approve amendments to two
existing administrative regulations, entitled 13 KAR 2:100. Campus
security, public institutions and 13 KAR 1:030. Campus security,
private institutions and direct that the staff file the administrative
regulations with the Legislative Research Commission and make
such changes in the administrative regulations as shall be necessary
as a result of the statutory review process. (For details, see page
27.)




Changes made to the Michael Minger Act by the 2002 Kentucky General Assembly require
changes in the administrative regulations on campus security. The changes address concerns that
institutions were not reporting fires and threats of fires to the state fire marshal in a timely
manner. The word “immediately” is defined in the legislation and new criminal penalties are set
out. A special fund is created to promote fire-safety training — fines assessed against institutions
will go to the fund. There are two virtually identical administrative regulations — one for the

public institutions and another for the private institutions.

Citing his desire for governing board members to effectively execute their duties and align their
institutions with the goals of postsecondary reform, Governor Patton announced the creation of
the Institute for Effective Governance at the September 2001 trusteeship conference. Jointly
managed by the council and the Prichard Committee, the institute will provide education
programs for the governing boards of Kentucky universities, the Kentucky Community and
Technical College System, the council, and independent institutions choosing to participate. The
institute will sponsor four types of activities: 1) new member orientation, 2) topical seminars, 3)

the Governor’s annual trusteeship conference, and 4) general support for board development.

An oversight committee advises the executive director of the Prichard Committee and the

council president as co-directors. The following people have agreed to serve on the oversight




committee: Joanne Glasser, Jay McGowan, William McCann, Leonard Hardin, and Charles

Whitehead. The council staff provides administrative support.

Earlier this year, a consultant working with the institute conducted telephone interviews with a
sample of current board and council members. They were asked what they needed to know to
discharge their responsibilities more effectively. The most frequently mentioned topics were:
budget and finance, history and role of institutions and the state system, board protocol and
structure, relationship to the president, handling the volume of information, and relating to

constituencies.

Plans are underway to introduce the institute at the 2002 Governor’s trusteeship conference to be
held September 22-23 in Lexington. Drawing from the survey results and given the current
fiscal environment, the conference will focus on board members’ understanding of institutional

finance and budgeting issues.



Council on Postsecondary Education
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2002-03 Spending Plan Report

The fiscal year 2002-03 spending plan closely mirrors the various appropriations and related
provisions included in House Bill 1 as introduced by the Governor in the 2002 First
Extraordinary Session. Like the rest of state government, there are no base increases built into
the spending plan for postsecondary education.

The Governor has maintained his strong commitment to need-based aid and the merit scholarship
program (KEES). The spending plan includes increases for both these programs based on the
council's recommendation.

The House and Senate included in their respective versions of the appropriations bill a third
round of Bucks for Brains to be funded through the issuance of bonds. The executive spending
plan does not include any issuance of debt. But the delay in enacting a budget will not affect this
program at the moment. Debt service was only provided in the fiscal year 2002-04 budget and,
as a result, bonds could not have been sold any earlier than January 2003.

Attachment A shows a comparison of the state operating budget as recommended by the council

and the Governor's spending plan. Attachment B is the detail of the Governor's spending plan
for the institutions.

Staff preparation by Linda Jacobs




COMMONWEALTH OF KENTUCKY POSTSECONDARY EDUCATION

COMPARISON OF COUNCIL FUNDING RECOMMENDATION AND GOVERNOR'S 2002-03 SPENDING PLAN

= Council priority projects. 2002-03
2001-02 Council Governor's
Base Recommendation Spending Plan
Postsecondary Education Institutions
Enacted 2001-02 General Fund Appropriations 985,673,400 985,673,400 985,673,400
Base Adjustments and Transfers 4,243,400 (1) 23,588,500 4,243,400
Benchmark Funding - 34,620,800 -
M&O New Facilities - 2,682,100 -
Other Changes to Base - (1,887,300) (2) (1,797,800) (3)
Special Funding Requests - 1,313,500 -
Total Postsecondary Education Institutions 989,916,800 1,045,991,000 988,119,000
Council/KYVU/KYVL
Agency 8,775,100 9,931,000 8,725,600
Pass Through Programs 13,017,500 10,212,800 10,258,100
Governor's Minority Student College Preparation Program 231,700 332,500 332,500 (3)
SREB Doctoral Scholars Program 68,000 255,000 255,000 (3)
Total Council 22,092,300 20,731,300 19,571,200
KHEAA
Need-Based Financial Aid 49,259,500 49,600,000 50,213,600
Osteopathic Medicine Scholarships 1,379,500 1,379,500 1,582,100 (3)
Total KHEAA 50,639,000 50,979,500 51,795,700
Strategic Investment and Incentive Funding Program
Research Challenge Trust Fund
Endowment Match Program (debt service) - 1,250,000 -
Enrollment Growth and Retention 1,617,000 - -
Lung Cancer Research 6,080,000 6,280,000 6,280,000
Total Research Challenge Trust Fund 7,697,000 7,530,000 6,280,000
Regional University Excellence Trust Fund
Endowment Match Program (debt service) - 250,000 -
Enrollment Growth and Retention 2,793,000 - -
Action Agenda 9,800,000 - -
Total Regional University Excellence Trust Fund 12,593,000 250,000 -
Postsecondary Education Workforce Development Trust Fund
Workforce Training 5,880,000 - -
Enrollment Growth and Retention 3,430,000 - -
Administrative Information Systems - 2,000,000 -
Total Postsecondary Ed. Workforce Development Trust Fund 9,310,000 2,000,000 -
Technology Initiative Trust Fund
Equipment Replacement - - -
Network Infrastructure 1,176,000 1,200,000 1,200,000
Faculty Development 980,000 100,000 100,000
Total Technology Initiative Trust Fund 2,156,000 1,300,000 1,300,000

Data Source: Council Recommendation and Executive Spending Plan.
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Attachment A

COMMONWEALTH OF KENTUCKY POSTSECONDARY EDUCATION
COMPARISON OF COUNCIL FUNDING RECOMMENDATION AND GOVERNOR'S 2002-03 SPENDING PLAN

= Council priority projects. 2002-03
2001-02 Council Governor's
Base Recommendation Spending Plan

Physical Facilities Trust Fund

Capital Renewal & Maintenance (debt service) $ - - -
Renovation, Replacement & Infrastructure (debt service) - - -
New Construction (debt service) - - -
Total Physical Facilities Trust Fund $ - - -
Student Financial Aid and Advancement Trust Fund
KEES $ 40,000,000 57,326,100 63,181,300
Public Communications Campaign 1,500,000 1,500,000 -
Total Student Financial Aid and Advancement Trust Fund $ 41,500,000 58,826,100 63,181,300
Adult Education and Literacy Funding Program $ 11,532,600 11,768,000 11,768,000
Science and Technology Funding Program
Research Development $ 2,940,000 3,000,000 3,000,000
Commercialization 735,000 750,000 750,000
Regional Technology Corporations 490,000 500,000 500,000
Rural Innovation Fund - 1,000,000 1,000,000 (3)
Knowledge Based Economy Academic Programs (Engineering) - 3,000,000 1,000,000 (3)
Kentucky EPSCoR - 2,626,200 4,521,600 (4)
Science and Engineering Foundation 2,000,000 -
Total Science and Technology Funding Program $ 4,165,000 12,876,200 10,771,600
Enrollment Growth and Retention Trust Fund
Enrollment Growth Program $ - 1,311,500 -
Retention Program - - -
P-16 Challenge Grant Program - - -
Total Enroliment Growth and Retention Trust Fund $ = 1,311,500 -
Teacher Quality Trust Fund $ - - -
Total Strategic Investment and Incentive Funding Program $ 88,953,600 95,861,800 93,300,900
Total Postsecondary Education $ 1,151,601,700 1,213,563,600 1,152,786,800

(1) Includes budget reductions and transfers of trust funds.
(2) Includes changes in state-supported debt service requirements and UofL hospital contract.
(3) Includes investment income from trust funds - a non-recurring source of funds.

(4) Includes funds for the KY Science and Engineering Foundation; includes investment income from trust funds (non-recurring funding).

Data Source: Council Recommendation and Executive Spending Plan.

July 1, 2002




2002-03 BUDGET ANALYSIS

Governor's Spending Plan
General Funds and Investment Income from Trust Funds

2001-02 Base Appropriation

Less Budget Reductions:

Adjustments (Additions)

Enacted Maintenance 2 Percent Revised
2001-02 & Operations Reduction 2001-02 Trust 2002-03
Appropriation  (Nonrecurring) (Recurring) Appropriation Funds* Other Base**
EKU $ 72,435,200 $ (1,254,500) $ (1,247,500) $ 69,933,200 $ 2,888,900 $ 74,076,600
KCTCS 184,748,000 (2,657,500) (3,302,200) 178,788,300 7,876,800 $ 387,000 (1) 189,709,600
KSU 22,717,900 (47,600) (408,500) 22,261,800 850,200 23,159,600
Morehead 41,030,700 (101,800) (768,600) 40,160,300 1,825,800 42,087,900
Murray 50,737,100 (155,300) (945,000) 49,636,800 1,882,900 51,675,000
NKU 44,613,400 (386,600) (537,500) 43,689,300 1,936,500 46,012,400
UK 313,616,900 (2,507,700) (6,008,400) 305,100,800 173,100 201,000 (2) 307,982,600
LCC 8,593,700 - (51,300) 8,542,400 315,200 8,857,600
UofL 179,478,800 (1,321,000) (2,982,600) 175,175,200 135,500 176,631,700
WKU 67,701,700 (374,900) (1,061,000) 66,265,800 3,083,100 69,723,800
Total $ 985,673,400 $ (8,806,900) $ (17,312,600) $ 959,553,900 $ 20,968,000 $ 588,000 $ 989,916,800
2002-03
Debt
Service Spending
Base** Adjustment Other*** Target
EKU $ 74,076,600 $ (624,800) $ 73,451,800
KCTCS 189,709,600 13,100 189,722,700
KSU 23,159,600 3,100 487,800 (3) 23,650,500
Morehead 42,087,900 659,500 42,747,400
Murray 51,675,000 (5,600) 51,669,400
NKU 46,012,400 (23,400) 45,989,000
UK 307,982,600 (4,129,200) 661,800 (4) 304,515,200
LCC 8,857,600 293,100 9,150,700
UofL 176,631,700 (1,500) 165,000 (5) 176,795,200
WKU 69,723,800 703,300 70,427,100
Total $ 989,916,800 $ (3,112,400) $ 1,314,600 $ 988,119,000

* Transfer of trust funds to institutions: earned enrollment growth and retention, action agenda, faculty development, and workforce development.
** 2001-02 maintenance and operation budget reductions are restored.
*** Includes trust funds investment income.

(1) M&O funds transferred from UK to KCTCS.
(2) Includes $387,000 M&O transferred to KCTCS and transfer of $588,000 for the Literacy Center.

(3) Federal Land Grant match.

(4) Includes General Fund appropriations of $115,000 for breast cancer research, $12,000 to restore 2% budget reduction for the Literacy Center,
and $300,000 for medical residency positions at Morehead and Corbin. Includes $234,800 restricted agency funds (investment income) for
Enrollment Growth and Retention.

(5) Includes General Fund appropriations of $115,000 for breast cancer research and $50,000 restricted agency funds (investment income) for the

UofL hospital contract.

Data Source: Council Recommendation and Executive Spending Plan

Attachment B



REVISED

Council on Postsecondary Education
July 22, 2002

2002-03 Agency Spending Plan

Action: The staff recommends that the council approve the
2002-03 Agency Spending Plan in the amount of $119,018,907.

The 2002 Kentucky General Assembly failed to reach agreement on a 2002-04 executive budget
during both the Regular Session and the First Extraordinary Session. Governor Patton directed
state agencies to follow the provisions contained in House Bill 1 (2002 First Extraordinary
Session) and proceed with allotments based on those figures. During the week of June 23, the
Governor issued Executive Order 2002-727 implementing a 2003 spending plan. The plan
closely follows House Bill 1.

The proposed 2002-03 agency spending plan also is based on House Bill 1.
The 2002-03 agency spending plan is displayed in six program areas:

Agency Operations

Kentucky Virtual University and Kentucky Virtual Library
Strategic Investment and Incentive Trust Funds
Pass-Through Programs

Incentive Funding

Federal Programs

The 2002-03 agency spending plan is marked by limitations on funding, the transformation of
some of the strategic investment and initiative trust funds to a new category called “incentive
funding,” and by the reallocation of accumulated and projected interest earnings in the existing
strategic investment and initiative trust funds.

Details are contained in the document entitled the 2002-03 Agency Spending Plan.

Staff preparation by
Dennis Taulbee and Ed Sergent
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Council on Postsecondary Education
2002-03 Agency Spending Plan

Agency Summary

The spending plan tables show a comparison between the 2001-02 revised budget as of
March 31, 2002, and the proposed 2002-03 agency spending plan, despite the fact that
comparisons between the first year of a new biennium and the second year of a previous
biennium are difficult. For example, the 2001-02 column on the CPE summary table
shows $58.4 million in carry-forward of principal representing the trust fund balances
that were unexpended at the end of 2000-01 and were brought forward into 2001-02. In
the 2002-03 agency spending plan column no amount is shown since we do not know, at
this time, the amount of the carry-forward from 2001-02 into 2002-03. The carry-
forward balances from the trust funds into 2002-03 will be presented in the first quarter
financial report that will be available October 2002.

Another difficulty in comparisons across biennia occurs with the general fund
appropriation. While the total general fund allocation for 2002-03 decreased by 19
percent when compared to 2001-02, many of the 2000-02 appropriations were moved to
the program bases of the institutions and therefore do not show up as a trust fund
allocation for 2002-03. The program summary and program tables reveal better detail
about how program funding compares from one year to another.

The state’s financial situation has not improved in recent months. There is a prospect of
additional cuts in 2002-03. Therefore, we propose that the agency operations and
KYVU/KYVL programs carry a three percent spending plan reduction reserve in
anticipation of a 2002-03 cut. The details supporting those reductions are displayed in
the program tables.

The executive branch 2002-03 spending plan includes $5,060,400 in reallocated interest
earnings from the strategic investment and incentive trust funds. The allocation of those
reserves is displayed in the pass-through program table and the science and technology
incentive funding program table.



Council on Postsecondary Education
CPE Summary
2002-03 Agency Spending Plan

2001-02 2002-03
Category Revised Budget Agency Spending| Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 58,362,991 0| -100.00%
interest Earnings
1998-2000 6,574,339 0 -100.00%
2000-02 4,743,955 287,990 -93.93%
Current Appropriation 133,220,800 107,834,300 -19.06%
Current Year interest Earnings 2,802,693 205,000 -92.69%
Surplus Expenditure Plan 0 0
Sub Total General Fund 205,704,778 108,327,290 -47.34%
Agency Receipts
Carry-Forward 126,400 0] -100.00%
Current Receipts 7,472,800 7,505,400 0.44%
Sub Total Agency Receipts 7,599,200 7,505,400 -1.23%
Federal Funds
Carry-Forward 0 447,200 0.00%
Current Receipts 5,031,700 2,739,017 -45.56%
Sub Total Federal Funds 5,031,700 3,186,217 -36.68%
TOTAL REVENUES 218,335,678 119,018,907 -45.49%
Expenditures by Major Object
Personal Services 5,758,400 5,816,400 1.01%
Operating Expenses 5,081,400 3,505,300 -31.02%
Grants, Loans, Benefits 207,347,878 109,309,407 -47.28%
Capital Expenses 148,000 126,000 -14.86%
Budget Reduction Reserve 0 261,800
Total Expenditures by Major Object 218,335,678 119,018,907 -45.49%
Expenditures by Program
Agency Operations 4,313,200 4,141,800 -3.97%
KYVU/KYVL 6,901,000 5,382,000 -22.01%
Pass Through Funds 15,317,200 11,618,200 -24.15%
Strategic Trust Funds 186,772,578 71,889,290 -61.51%
Incentive Funding Programs 0 22,539,600
Federal Programs 5,031,700 3,186,217 -36.68%
Budget Reduction Reserve 0 261,800
Total Expenditures by Program 218,335,678 119,018,907 -45.49%




Section 2



Council on Postsecondary Education
2002-03 Agency Spending Plan

Agency Operations

The general fund allocation for 2002-03 decreased by 1.2 percent when compared to
2001-02 due to the methodology cmployed by the state in calculating continuation costs
for 2002-04. Funding for vacant positions was removed from the spending plan and a 2.7
percent salary increase was calculated on the reduced general fund base. The agency
personnel complement was not reduced—the council has 43 full-time and three part-time

positions.

The council anticipates receiving $200,000 in 2002-03 in indirect cost recovery as a
result of the GEAR UP Kentucky federal grant program. A portion of salary costs, rent,
network, and other overhead costs are assigned to the indirect cost recovery in support of
GEAR UP Kentucky.

The Agency Operations spending plan contains a 3.0 percent spending plan reduction
reserve ($121,900) in anticipation of a future 2002-03 cut. The detail is provided as a
separate table. The spending plan reduction reserve includes freezing a Secretary 111
vacant position. The position will be held open until we know whether an expenditure
reduction will be imposed. As can be seen in the attached table, reductions in postage,
printing, cellular telephone charges, information systems (technology-related charges),
office supplies, travel, and food products are identified for reduction. Travel would be
reduced by 50 percent—this is in addition to the 43 percent reduction in travel imposed in
2001-02. Some travel expenses would temporarily be shifted to indirect cost recovery
funds to allow essential travel to continue. In future biennia we will ask for restoration of
the travel funds; if that does not occur, permanent reductions will be implemented.



Council on Postsecondary Education

Agency Operations
2002-03 Agency Spending Plan
2001-02 2002-03
Category Revised Budget Agency Spending | Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 0 0
Interest Earnings
1998-2000 0 0
2000-02 0 0
Current Appropriation 4,113,200 4,063,700 -1.20%
Current Year Interest Earnings 0 0
Surplus Expenditure Plan 0 0
Sub Total General Fund 4,113,200 4,063,700 -1.20%
Agency Receipts
Carry-Forward 100,800 0
Current Receipts 99,200 200,000
Sub Total Agency Receipts 200,000 200,000 0.00%
Federal Funds
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Federal Funds 0 0 0.00%
TOTAL REVENUES 4,313,200 4,263,700 -1.15%
Expenditures by Major Object
Personal Services 3,420,300 3,370,500 -1.46%
Operating Expenses 805,900 706,300 -12.36%
Grants, Loans, Benefits 0 0 0.00%
Capital Expenses 87,000 65,000 -25.29%
Budget Reduction Reserve 0 121,900 0.00%
Total Expenditures by Major Object 4,313,200 4,263,700 -1.15%
Expenditures by Program
Agency Operations 4,313,200 4,141,800 -3.97%
Budget Reduction Reserve 0 121,900 0.00%
Total Expenditures by Program 4,313,200 4,263,700 -1.15%




Council on Postsecondary Education

Agency Operations

2002-03 Agency Spending Plan -- Detail

2001-02 2002-03
Minor Object Codes Revised Budget Agency Spending| Percent
03/31/02 Plan Change
Personnel
111 |Regular Salaries and Wages 2,675,616 2,646,650
114 |Per Diem 18,000 24,575
115  [Overtime 5,000 2,000
181 [OMI-Lump Sum Payments 0 0
119 |Comp Time (block 50 payments) 9,000 2.000
110 |SALARIES TOTAL 2,707,616 2,675,225 -1.20%
121 |Employer's FICA 190,516 186,442
122 [Employer's Retirement 229,831 223,968
123  |Employer's Health insurance 123,734 118,508
124 |Employer Life Insurance 1,500 1,200
127 |TIAA-CREF Disability Coverage 5,000 6,000
120 |FRINGE BENEFITS TOTAL 550,581 536,118 -2.63%
131 |Workers' Compensation 4,000 6,907
132 |Unemployment Compensation 0 0
133  |[Employee Training 7,000 12,000
138  |Automobile Liability Insurance 700 700
130 |QTHER PERSONNEL COSTS TOTAL 11,700 19,607 67.58%
141 Legal Services 1,000 0
146  |Consuiting Services 128,403 117,600
191 |Temporary Manpower Services 0 0
150  |Miscellaneous Serv - 1099 Report 0 0
140 |PROF. CONTACTS TOTAL 129,403 117,600 -9.12%
152  |Court Reporters - 0 0
162  |Security Guard Services 4,000 4,000
163  |Janitorial Services 12,000 13,950
164 |Honoraria 5,000 4,000
160 |OTHER TOTAL 21,000 21,950 4.52%
100 |PERSONNEL SERVICES TOTAL 3,420,300 3,370,500 -1.46%
Operating
212 |Electricity 19,000 19,000
210 UTILITIES TOTAL 19,000 19,000 0.00%
221 Rental - non-state owned buildings 192,900 202,900
223  [Rental of Equipment 11,000 9,000
224  |Copy Machine Rental 32,300 30,000
226 |Carpool Rental 7,500 4,200




2001-02 2002-03
Minor Object Codes Revised Budget Agency Spending | Percent
03/31/02 Plan Change
361 In-state Travel 22,200 15,000
362 |Out-of-state Travel 22,000 14,000
363  |Travel for Non-state Employees 12,400 7,500
560 |Commercial Airfare 0 0
562 |General Travel 0 0
563 |General Lodging 0 0
565 [Per Diem Expense 0 0
566 |Personally Owned Vehicles 0 0
571  |Transportation Expense 0 0
360 |TRAVEL TOTAL 56,600 36,500 -35.51%
381 Dues/Subscriptions 27,000 29,000
381 [ECS Annual Dues 61,200 65,000
399  |Other (Food Products) 15,000 5,000
370  [MISCELLANEOUS EXPENSES TOTAL 103,200 99,000 -4.07%
300 |TOTAL OPERATING EXPENSES 805,900 706,300 -12.36%
Grants
400 |TOTAL GRANTS 0 0
Capital Outlay
601 Furniture, Equipment over $5000 0 0
611 Lease Purchase 0 0
622  |Office Automation Equipment 87,000 65,000
631 Capital Purchases 0 1]
600 |TOTAL CAPITAL OUTLAY 87,000 65,000 -25.29%
TOTAL 4,313,200 4,141,800 -3.97%
Budget Reduction Reserve 0 121,900
GRAND TOTAL 4,313,200 4,263,700 -1.15%




Council on Postsecondary Education
Agency Operations -- General Fund Only

2002-03 Spending Plan Reduction Reserve -- 3.0%

2002-03 3.0%
Minor Object Codes General Fund Reduction Revised
Spending Plan $121,900 Spending Plan
Personnel
111 Regular Salaries and Wages 2,655,731 26,900 2,628,831
114  |Per Diem 24,575 0 24,575
115  [Overtime 2,000 0 2,000
181 OMI-Lump Sum Payments 0 0 0
119 [Comp Time (block 50 payments) 2,000 0 2,000
110 |SALARIES TOTAL 2,684,306 26,900 2,657,406
121 |Employer's FICA 187,139 2,060 185,079
122 (Employer's Retirement 224,508 1,590 222,918
123  |Employer's Health Insurance 120,490 3,050 117,440
124  |Employer Life Insurance 1,200 0 1,200
127 |TIAA-CREF Disability Coverage 6.000 0 6.000
120 |FRINGE BENEFITS TOTAL 539,337 6,700 532,637
131 Workers' Compensation 6,907 0 6,907
132 |Unemployment Compensation 0 0 0
133 |Employee Training 12,000 0 12,000
138 {Automobile Liability Insurance 700 [1] 700
130 [OTHER PERSONNEL COSTS TOTAL 19,607 0 19,607
141 |Legal Services 0 0 0
146 |Consulting Services 44,000 0 44,000
191 |Temporary Manpower Services 0 0 0
150 |Miscellaneous Serv - 1099 Report 0 0 0
140 |{PROF. CONTACTS TOTAL 44,000 0 44,000
152  |Court Reporters 0 0 0
162  |Security Guard Services 4,000 0 4,000
163 |Janitorial Services 13,950 0 13,950
164 |Honoraria 4.000 0 4.000
160 |OTHER TOTAL 21,950 0 21,950
100 |PERSONNEL SERVICES TOTAL 3,309,200 33,600 3,275,600
Operating

212  |Electricity 19,000 0 19,000
210 |UTILITIES TOTAL 19,000 0 19,000
221 |Rental - non-state owned buildings 183,800 13,500 170,300
223 |Rental of Equipment 9,000 0 9,000
224  |Copy Machine Rental 30,000 0 30,000
226 [Carpool Rental 4,800 600 4,200
227 |State-Owned Aircraft 0 0 0
220 |RENTAL TOTALS 227,600 14,100 213,500




2002-03 3.0%
Minor Object Codes General Fund Reduction Revised

Spending Plan $121,900 Spending Plan

231 Maintenance of Buildings 2,000 0 2,000
232  |Maintenance of Equipment 2,000 0 2,000
233  |Copy Machine Maintenance 0 0 0
234  |Computer Maintenance 4,500 0 4,500
235 |Maintenance of Vehicles 500 0 500
230 [MAINTENANCE & REPAIRS TOTAL 9,000 0 9,000
241 Postage and Postage Meters 19,000 2,000 17,000
242  [Freight 0 0 0
243  [Other Parcel Delivery 5,000 0 5,000
240 |POSTAGE & RELATED SERV. TOTAL 24,000 2,000 22,000
2518252 |Printing 28,000 10,000 18,000
254  |Insurance Premium 1,500 0 1,500
255 Advertising 2,000 0 2,000
256 |Garbage Collection 1,000 0 1,000
257  |Services not otherwise classified 7,000 0 7,000
259 |Expenses related to shows & fairs 3,000 0 3,000
250 |MISCELLANEOUS SERVICES TOTAL 42,500 10,000 32,500
262 |Telephone Charges Paid to Vendor 900 0 900
263 |Other Telecommunications 500 0 500
264  [Cellular Telephone Charges 8,000 2,000 6,000
265 |Pager Service 100 0 100
260 TELECOMMUNICATIONS TOTAL 9,500 2,000 7,500
271 Information Systems - Tech. Serv. 110,000 7,400 102,600
294  1Computer Equipment 2,000 0 2,000
300 [MARS Charges 14,000 0 14,000
270 |COMPUTER SERVICES TOTAL 126,000 7,400 118,600
321&315 |Office Supplies 43,000 8,000 35,000
323  |Janitorial Supplies 5,000 0 5,000
330 |Photographic Supplies 500 0 500
331 |Data Processing Supplies 11,000 0 11,000
333  |Motor Vehicle Supplies & Parts 500 0 500
338 |Copy Machine Supplies 800 0 800
320 |SUPPLIES TOTAL 60,800 8,000 52,800
343 |Motor Fuels 1,300 0 1,300
346  |Furniture, equipment under $5000 0 0 0
351 Books 2,000 0 2,000
353 |Telephone/Telecom Equip under $5000 500 0 500
354 |Computer Software 2,000 0 2,000
340 [COMMODITIES TOTAL 5,800 0 5,800
361 In-state Travel 30,000 15,000 15,000
362 |Out-of-state Travel 28,000 14,000 14,000
363  |Travel for Non-state Employees 5,000 2,500 2,500
560 |Commercial Airfare 0 0 0
562 . |General Travel 0 0 0




2002-03 3.0%
Minor Object Codes General Fund Reduction Revised

Spending Plan $121,900 Spending Plan

563  |General Lodging 0 0 0
565 |Per Diem Expense 0 0 0
566 [Personally Owned Vehicles 0 0 0
571  [Transportation Expense 0 0 0
360 |TRAVEL TOTAL 63,000 31,500 31,500
381  |Dues/Subscriptions 29,000 0 29,000
381 ECS Annual Dues 65,000 0] 65,000
399  [Other (Food Products) 8,300 3,300 5,000
370 [MISCELLANEOUS EXPENSES TOTAL 102,300 3,300 99,000
300 JTOTAL OPERATING EXPENSES 689,500 78,300 611,200

Grants
400 |TOTAL GRANTS 0 0 0
Capital Outlay

601  |Furniture, Equipment over $5000 0 0 0
611 |Lease Purchase 0 0 0
622 |Office Automation Equipment 65,000 10,000 55,000
631  |Capital Purchases 0 0 0
600 |TOTAL CAPITAL OUTLAY 65,000 10,000 55,000
GRAND TOTAL 4,063,700 121,900 3,941,800




Council on Postsecondary Education

KYVU/KYVL
2002-03 Agency Spending Plan
2001-02 2002-03
Category Revised Budget Agency Spending | Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 0 0
Interest Earnings
1998-2000 0 0
2000-02 0 0
Current Appropriation 4,661,900 4,661,900 0.00%
Current Year Interest Earnings 0 0
Surplus Expenditure Plan 0 0
Sub Total General Fund 4,661,900 4,661,900 0.00%
Agency Receipts
Carry-Forward 25,600
Current Receipts 2,213,500 860,000 -61.15%
Sub Total Agency Receipts 2,239,100 860,000 -61.59%
Federal Funds
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Federal Funds 0 0 0.00%
TOTAL REVENUES 6,901,000 5,521,900 -19.98%
Expenditures by Major Object
Personal Services 2,060,500 2,168,900 5.26%
Operating Expenses 4,142,300 2,666,900 -35.62%
Grants, Loans, Benefits 637,200 485,200 -23.85%
Capital Expenses 61,000 61,000 0.00%
Budget Reduction Reserve 0 139,900
Total Expenditures by Major Object 6,901,000 5,621,900 -19.98%
Expenditures by Program
KYVU/KYVL 6,901,000 5,382,000 -22.01%
Budget Reduction Reserve 0 139,900
Total Expenditures by Program 6,901,000 5,521,900 -19.98%




Council on Postsecondary Education
2002-03 Agency Spending Plan

KYVU/KYVL

The KYVU/KYVL general fund allocation for 2002-03 is the same as for 2001-02. The
KYVU/KYVL receive grants from the adult education and literacy incentive funding
program, the Education Professional Standards Board, and the Workforce Development

- Cabinet to assist with distance-learning and Web-based applications. These grants are
reflected in thc agency receipts category.

KYVU/KYVL has 27 full-time positions.

The KYVU/KYVL spending plan contains a 3.0 percent spending plan reduction reserve
($139,900) in anticipation of a future 2002-03 cut. The detail is provided as a separate
table. The spending plan reduction reserve includes computer maintenance, advertising,
library training, course management system, and travel. One vacant position is being held
in reserve until we know whether an expenditure reduction will be imposed.




Council on Postsecondary Education

KYVU/KYVL
2002-03 Agency Spending Plan -- Detail
2001-02 2002-03
Minor Object Codes Revised Budget Agency Spending | Percent
03/31/02 Plan Change
Personnel
111 Regular Salaries and Wages 1,464,700 1,471,999
114 Per Diem 0 0
115  (Overtime 0 0
181 OMI-Lump Sum Payments - 0 0
119 [Comp Time (block 50 payments) o] 0
110 |SALARIES TOTAL 1,464,700 1,471,999 0.50%
121 Employer's FICA 111,600 111,853
122 Employer's Retirement 108,900 104,590
123 Employer's Health Insurance 81,000 82,658
124 Employer Life Insurance 0 1,200
127  |TIAA-CREF Disability Coverage 0 4,200
120 FRINGE BENEFITS TOTAL 301,500 304,501 1.00%
131 Workers' Compensation 1,800 1,800
132 Unemployment Compensation 0 0
133 Employee Training 20,000 20,000
138  |Automobile Liability Insurance 0 [t}
130 |OTHER PERSONNEL COSTS TOTAL 21,800 21,800 0.00%
141 Legal Services 5,000 3,000
146 Consulting Services 244,900 350,000
191 Temporary Manpower Services 5,000 0
150  |Miscellaneous Serv - 1099 Report 0 0
140 PROF. CONTACTS TOTAL 254,900 353,000 38.49%
152 Court Reporters 0 0
162 Security Guard Services 4,000 4,000
163 Janitorial Services 8,600 8,600
164  |Honoraria 5,000 5,000
160 OTHER TOTAL 17,600 17,600 0.00%
100 PERSONNEL SERVICES TOTAL 2,060,500 2,168,900 5.26%
Operating
212 |Electricity 7.200 7.200
210 UTILITIES TOTAL 7,200 7,200 0.00%
221 Rental - non-state owned buildings 52,300 55,000
223 Rental of Equipment 2,000 2,000
224 Copy Machine Rental 10,000 10,000
226 Carpool Rental 1,000 1,000




2001-02 2002-03
Minor Object Codes Revised Budget Agency Spending| Percent
03/31/02 Plan Change

227 State-Owned Aircraft 0 0

220 |RENTAL TOTALS 65,300 68,000 4.13%

231 Maintenance of Buildings 500 500

232 Maintenance of Equipment 1,000 1,000

233  |Copy Machine Maintenance 0 0

234 Computer Maintenance 20,000 12,600

235 Maintenance of Vehicles 0 0

230 |MAINTENANCE & REPAIRS TOTAL 21,500 14,100 -34.42%

241 Postage and Postage Meters 5,000 5,000

242 Freight 0 0

243 Other Parcel Delivery 286,000 285,000

240 |POSTAGE & RELATED SERV. TOTAL 291,000 290,000 -0.34%
251&252 |Printing 21,000 20,000

254 Insurance Premium 0 0

255  |Advertising 113,300 70,000

256 Garbage Collection 0 0

257 Services not otherwise classified 100 100

259 Expenses related to shows & fairs 5,600 5,600

250 |MISCELLANEQUS SERVICES TOTAL 140,000 95,700 -31.64%

261 Telephone Charges Paid to State Agency 18,500 0

262 |Telephone Charges Paid to Vendor 300 5,000

263 Other Telecommunications 3,500 200

264 Cellular Telephone Charges 5,300 3,500

265 Pager Service 0 5,300

260 |[TELECOMMUNICATIONS TOTAL 27,600 14,000 -49.28%

271 Information Systems - Tech. Serv. 3,520,300 2,096,700

294 Computer Equipment 2,200 3,000

300 MARS Charges 0 2,000

270 |COMPUTER SERVICES TOTAL 3,522,500 2,101,700 -40.33%
321&315 |Office Supplies 15,000 10,000

323  |Janitorial Supplies 500 500

330 Photographic Supplies 1,000 1,000

331 Data Processing Supplies 1,500 1,500

333 |Motor Vehicle Supplies & Parts 0 0

338 {Copy Machine Supplies 1,200 1,200

320 SUPPLIES TOTAL 19,200 14,200 -26.04%

343 Motor Fuels 0 0

346 Furniture, equipment under $5000 5,000 3,000

351 Books 5,000 2,000

355 |Films & Video Cassettes 0 0

353 Telephone/Telecom Equip under $5000 0 2,000




2001-02 2002-03
Minor Object Codes Revised Budget Agency Spending| Percent
03/31/02 Plan Change
354 Computer Software 7,000 18,000
340 |COMMODITIES TOTAL 17,000 25,000 47.06%
361 In-state Travel 10,000 10,000
362 Out-of-state Travel 10,000 5,000
363  [Travel for Non-state Employees 8,000 0
560 |Commercial Airfare 0 0
562 |General Travel 0 0
563 [General Lodging 0 0
565 [Per Diem Expense 0 0
566 |Personally Owned Vehicles 0 0
571 |Transportation Expense o] 0
360 |TRAVEL TOTAL 28,000 15,000 -46.43%
381 Dues/Subscriptions 2,000 20,000
381 ECS Annual Dues 0 0
399 |Other (Food Products) 1,000 2,000
370 [MISCELLANEOUS EXPENSES TOTAL 3,000 22,000 633.33%
300 |TOTAL OPERATING EXPENSES 4,142,300 2,666,900 -35.62%
Grants
400 |TOTAL GRANTS 637,200 485,200 -23.85%
Capital Outlay
601  [Furniture, Equipment over $5000 3,000 3,000
611 Lease Purchase o 0
622 |Office Automation Equipment 58,000 58,000
631 |Capital Purchases [1] 0
600 TOTAL CAPITAL OUTLAY 61,000 61,000 0.00%
TOTAL 6,901,000 5,382,000
Budget Reduction Reserve 0 139,900
GRAND TOTAL 6,901,000 5,621,900 -19.98%




Council on Postsecondary Education

KYVU/KYVL -- General Fund Only
2002-03 Spending Plan Reduction Reserve - 3.0%

2002-03 3.0%
Minor Object Codes General Fund Reduction Revised
Spending Plan $139,900 Spending Plan
Personnel
111 [Regular Salaries and Wages 1,471,999 1,471,999
114  |Per Diem 0 0
115  |Overtime 0 0
181 |OMI-Lump Sum Payments 0 0
119 [Comp Time (block 50 payments) 0 4]
110 |SALARIES TOTAL 1,471,999 0 1,471,999
121 Employer's FICA 111,853 111,853
122 |Employer's Retirement 104,590 104,590
123 |Employer's Health Insurance 82,658 82,658
124  |Employer Life Insurance 1,200 1,200
127  |TIAA-CREF Disability Coverage 4,200 4,200
120 |FRINGE BENEFITS TOTAL 304,501 0 304,501
131 Workers' Compensation 1,800 1,800
132 {Unemployment Compensation 0 0
133 Employee Training 20,000 20,000
138  |Automobile Liability Insurance 0 0
130 [OTHER PERSONNEL COSTS TOTAL 21,800 0 21,800
141 Legal Services 5,000 2,000 3,000
146  |Consulting Services 0 0
191  |Temporary Manpower Services 0 0
150  |Miscellaneous Serv - 1099 Report 0 0
140 |PROF. CONTACTS TOTAL 5,000 2,000 3,000
152  |Court Reporters 0 0
162  |Security Guard Services 4,000 4,000
163  |Janitorial Services 8,600 8,600
164  |Honoraria 5,000 5,000
160 |OTHER TOTAL 17,600 0 17,600
100 |PERSONNEL SERVICES TOTAL 1,820,900 2,000 1,818,900
Operating

212  |Electricity 7,200 7,200
210 UTILITIES TOTAL 7,200 0 7,200
221 Rental - non-state owned buildings 55,000 55,000
223  |Rental of Equipment 2,000 2,000
224  |Copy Machine Rental 10,000 10,000
226 |[Carpool Rental 1,000 1,000




2002-03 3.0%
Minor Object Codes General Fund Reduction Revised

Spending Plan $139,900 Spending Plan

227  |State-Owned Aircraft 0 0
220 |RENTAL TOTALS 68,000 0 68,000
231  |Maintenance of Buildings - 500 500
232 |Maintenance of Equipment 1,000 1,000
233  |Copy Machine Maintenance 0 0
234  |Computer Maintenance 22,000 9,400 12,600
235 [Maintenance of Vehicles 0 0
230 (MAINTENANCE & REPAIRS TOTAL 23,500 9,400 14,100
241 Postage and Postage Meters 5,000 5,000
242  [Freight 0 0
243 Other Parcel Delivery 285,000 285,000
240 |POSTAGE & RELATED SERV. TOTAL 290,000 o 290,000
2518&252 |Printing 20,000 20,000
254  |Insurance Premium 0 0
255  |Advertising 100,000 30,000 70,000
256 |Garbage Collection 0 0
257  [Services not otherwise classified 100 100
259  [Expenses related to shows & fairs 5,600 5,600
250 |MISCELLANEOUS SERVICES TOTAL 125,700 30,000 95,700
262 |Telephone Charges Paid to Vendor 5,000 5,000
263 |Other Telecommunications 200 200
264  |Cellular Telephone Charges 3,500 3,500
265 |Pager Service 5,300 5,300
260 |TELECOMMUNICATIONS TOTAL 14,000 0 14,000
271 Information Systems - Tech. Serv. 1,660,200 73,500 1,586,700
294  |Computer Equipment 3,000 3,000
300 [MARS Charges 2.000 2,000
270 |COMPUTER SERVICES TOTAL 1,665,200 73,500 1,591,700
321&315 |Office Supplies 10,000 10,000
323  |Janitorial Supplies 500 500
330 [Photographic Supplies 1,000 1,000
331 |Data Processing Supplies 1,500 1,500
333 |Motor Vehicle Supplies & Parts 0 0
338 [Copy Machine Supplies 1,200 1,200
320 |SUPPLIES TOTAL 14,200 0 14,200
343 [Motor Fuels 0 0
346  |Furniture, equipment under $5000 5,000 2,000 3,000
351 Books 5,000 3,000 2,000
363 |Telephone/Telecom Equip under $5000 2,000 2,000
354 |Computer Software 18,000 18,000
340 COMMODITIES TOTAL 30,000 5,000 25,000




2002-03 3.0%
Minor Object Codes General Fund Reduction Revised

Spending Plan $139,900 Spending Plan

361 In-state Travel 15,000 5,000 10,000
362 |Out-of-state Travel 10,000 5,000 5,000
363 |Travel for Non-state Employees 5,000 5,000 0
560 |Commercial Airfare 0 0
562 |General Travel 0 0
563 |General Lodging 0 0
565 |Per Diem Expense 0 0
566 |Personally Owned Vehicles 0 0
571 |Transportation Expense 0 0
360 |TRAVEL TOTAL 30,000 15,000 15,000
381 Dues/Subscriptions 20,000 20,000
381 |ECS Annual Dues 0 0
399 |Other (Food Products) 5,000 3.000 2,000
370 MISCELLANEOUS EXPENSES TOTAL 25,000 3,000 22,000
300 |TOTAL OPERATING EXPENSES 2,292,800 135,900 2,156,900

Grants
400 [TOTAL GRANTS 485,200 0 485,200
Capital Outlay _

601  |Furniture, Equipment over $5000 5,000 2,000 3,000
611 Lease Purchase 0 0
622 |Office Automation Equipment 58,000 58,000
631 Capital Purchases 0 0
600 |TOTAL CAPITAL OUTLAY 63,000 2,000 61,000
GRAND TOTAL 4,661,900 139,900 4,522,000




Council on Postsecondary Education
2002-03 Agency Spending Plan

Pass-Through Programs

The general fund allocation for 2002-03 decreased by 2.2 percent when compared to
2001-02 as a result of permanent shifts into and out of the pass-through program.
EPSCoR funding of $2,521,600 is transferred from the pass-through program to the
newly created science and technology incentive funding program. In 2003-04, the
executive branch budget proposal replaces the interest earnings with general fund dollars.

The contract spaces program now is funded with general fund dollars after a biennium of
funding from the student financial aid and advancement trust fund.

Interest earnings from the strategic trust funds are reallocated to pass-through programs
as follows:

Minority Student College Preparation Program (Expansion) $ 100,800
SREB Doctoral Scholars Program (Expansion) 187,000
UK-—Enrollment Growth and Retention (New) 234,800
KSU ILand Grant Match (New) 487,800
UofL Hospital Contract (New) 50,000
Total $1,060,400

The early math testing program is funded through an increase in the general fund
allocation. All other pass-through programs received no increase in funding for 2002-03.



Council on Postsecondary Education

Pass Through Funds
2002-03 Agency Spending Plan
2001-02 2002-03
Category Revised Budget Agency Spending | Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 2,000,000 0 -100.00%
Interest Earnings
1998-2000 0 0
2000-02 0 0
Current Appropriation 10,792,100 10,557,800 -2.17%
Current Year Interest Eamnings 0 0
Surplus Expenditure Plan 0 0
Sub Total General Fund 12,792,100 10,557,800 -17.47%
Agency Receipts
Carry-Forward 0 0
Current Receipts 2,525,100 1,060,400 -58.01%
Sub Total Agency Receipts 2,525,100 1,060,400 -58.01%
Federal Funds
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Federai Funds 0 0 0.00%
TOTAL REVENUES 15,317,200 11,618,200 -24.15%
Expenditures by Major Object
Personal Services 0 . 0
Operating Expenses 0 0
Grants, Loans, Benefits 15,317,200 11,618,200 -24.15%
Capital Expenses 0 0
Total Expenditures by Major Object 15,317,200 11,618,200 -24.15%
Expenditures by Program
Contract Spaces 2,525,100 2,675,300 5.95%
Metroversity Consortium 60,600 60,600 0.00%
Professional Education Prep. Program 438,600 438,600 0.00%
Telecommunication Consortium (ETV) 188,300 188,300 0.00%
Minority Student Coliege Prep. Program
Base 231,700 231,700 0.00%
Supplemental Funding 0 100,800
EPSCoR 4,521,600 0 -100.00%
State Autism Training Center 229,300 229,300 0.00%
Kentucky Rural Development Center 735,000 735,000 0.00%
Early Reading Incentive Grant 4,116,000 4,116,000 0.00%
SREB Doctoral Scholars Program
Base 68,000 68,000 0.00%
Suppliemental Funding 0 187,000
Collaborative Center for Literacy - Exp. 588,000 0] -100.00%
KY Postsecondary Ed. Network 1,615,000 1,615,000 0.00%
Early Math Testing 0 200,000
UK -- Enroliment Growth & Retention 0 234,800
KSU Land Grant Match 0 487,800
UofL Hospital Contract 0 50,000
Total Expenditures by Program 15,317,200 11,618,200 -24.15%




Section 3



Council on Postsecondary Education
2002-03 Agency Spending Plan

Strategic Investment and Incentive Trust Funds

There are six statutory strategic trust funds reméining as well as the lung cancer research
trust fund:

Research Challenge Trust Fund

Regional University Excellence Trust Fund

Technology Initiative Trust Fund

Physical Facilities Trust Fund

Postsecondary Education Workforce Development Trust Fund
Student Financial Aid and Advancement Trust Fund

The endowment match program resides within the research challenge trust fund and the
regional university excellence trust fund. Because of its size, this program is displayed as
a separate trust fund. The endowment match program will not receive new funding until
2003-04.

Effective with the 2002-04 biennium, the adult education and literacy trust fund and the
science and technology trust fund are being phased out and will be replaced by two
incentive funding programs with the same names. The primary differences between the
trust funds and the incentive funding programs are that the latter do not earn interest, and
the balances of incentive funding programs do not automatically carry-forward like trust -
fund balances. The adult education and literacy trust fund and the science and

technology trust fund will continue to be displayed both as both strategic trust funds and
incentive funding programs until 2000-02 funds in the strategic trust funds are completely
dispersed.

As can be seen in the attached tables, general fund allocations are made to the lung
cancer research trust fund (86,280,000), the technology initiative trust fund ($1,300,000)
for network support and faculty development, and the student financial aid and
advancement trust fund ($63,181,300) for the KEES program. The student financial aid
and advancement trust fund total includes $750,000 in interest earned by that trust fund.

The physical facilities trust fund will not receive an allocation for 2002-03. Funds for the
capital projects bond pool are scheduled for 2003-04.



Council on Postsecondary Education
Strategic Trust Funds--Summary
2002-03 Agency Spending Plan

2001-02 2002-03
Category Revised Budget Agency Spending | Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 56,362,991 0 -100.00%
Interest Earnings
1998-2000 6,574,339 0 -100.00%
2000-02 4,743,955 287,990 -93.93%
Current Appropriation 113,653,600 70,011,300 -38.40%
Current Year Interest Earnings 2,802,693 205,000 -92.69%
Surplus Expenditure Plan 0 0
Sub Total General Fund 184,137,578 70,504,290 -61.71%
Agency Receipts
Carry-Forward 0 0
Current Receipts 2,635,000 1,385,000 -47.44%
Sub Total Agency Receipts 2,635,000 1,385,000 -47.44%
Federal Funds
Carry-Forward 0 0 0.00%
Current Receipts 0 0 0.00%
Sub Total Federal Funds 0 0 0.00%
TOTAL REVENUES 186,772,578 71,889,290 -61.51%
Expenditures by Major Object
Personal Services 0 0 0.00%
Operating Expenses 0 0 0.00%
Grants, Loans, Benefits 186.772,578 71,889,290 61.51%
Capital Expenses 0 0 0.00%
Total Expenditures by Major Object 186,772,578 71,889,290 -61.51%
Expenditures by Program
Endowment Match Program 48,362,612 0 -100.00%
Research Challenge Trust Fund 1,982,153 0 -100.00%
Lung Cancer Research 11,254,158 6,280,000 -44.20%
Regional Univ. Excellence Trust Fund 14,129,386 0 -100.00%
Technology Initiative Trust Fund 13,504,979 2,427,990 -82.02%
Physical Facilities Trust Fund 20,900,000 0 100.00%
Postsecondary Workforce Dev. TF 9,914,190 0 -100.00%
Student Financial Aid & Advancement TF 43,070,349 63,181,300 46.69%
Adult Education & Literacy Trust Fund 18,078,145 0 -100.00%
Science and Technology Trust Fund 5,576,606 0 -100.00%
Total Expenditures by Program 186,772,578 71,889,290 -61.51%




Council on Postsecondary Education

Endowment Match Program
2002-03 Agency Spending Plan

2001-02 2002-03
Category Revised Budget Agency Spending| Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 38,366,851 0
Interest Earnings
1998-2000 4,228,839 0
2000-02 3,721,309 0
Current Appropriation 0 0 0.00%
Current Year Interest Earnings 2,045,612 0 -100.00%
Surplus Expenditure Plan 0 0
Sub Total General Fund 48,362,612 0 -100.00%
Agency Receipts
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Agency Receipts 0 0 0.00%
. |Federal Funds
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Federal Funds 0 0 0.00%
TOTAL REVENUES 48,362,612 0| -100.00%
Expenditures by Major Object
Personal Services 0 0
Operating Expenses 0 0
Grants, Loans, Benefits 48,362,612 0 -100.00%
Capital Expenses 0 0
Total Expenditures by Major Object 48,362,612 0 -100.00%
Expenditures by Program
Eastern Kentucky University 2,964,215 0| -100.00%
Kentucky State University 2,426,662 0| -100.00%
Morehead State University 2,157,844 0 -100.00%
Murray State University 1,699,500 0| -100.00%
Northern Kentucky University 895,644 0| -100.00%
Western Kentucky University 59,775 0} -100.00%
Subtotal 10,203,640 0 -100.00%
University of Kentucky 18,441,765 0 -100.00%
University of Louisville 19,717,207 0| -100.00%
Subtotal 38,158,972 0| -100.00%
Total Expenditures by Program 48,362,612 0| -100.00%




Council on Postsecondary Education

Research Challenge Trust Fund
2002-03 Agency Spending Plan

2001-02 2002-03
Category Revised Budget Agency Spending| Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 0 0
Interest Earnings
1998-2000 339,511 0
2000-02 12,786 0
Current Appropriation 1,617,000 0 -100.00%
Current Year Interest Earnings 12,856 0
Surplus Expenditure Plan 0
Sub Total General Fund 1,982,153 0 -100.00%
Agency Receipts
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Agency Receipts 0 0 0.00%
Federal Funds
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Federal Funds 0 0 0.00%
TOTAL REVENUES 1,982,153 0 -100.00%
Expenditures by Major Object
Personal Services 0 0 0.00%
Operating Expenses 0 0 0.00%
Grants, Loans, Benefits 1,982,153 0 -100.00%
Capital Expenses 0 0 0.00%
Total Expenditures by Major Object 1,982,153 0 -100.00%
Expenditures by Program
Enroliment Growth & Retention
University of Kentucky 809,480 0] -100.00%
Lexington Community College 308,896 0 -100.00%
University of Louisville 498,624 0 -100.00%
Subtotal 1,617,000 0 -100.00%
Research Challenge
University of Kentucky 242,038 0 -100.00%
University of Louisville 123,115 0 -100.00%
Subtotal 365,153 0 -100.00%
Total Expenditures by Program 1,982,153 0{ -100.00%




Council on Postsecondary Education
Lung Cancer Research
2002-03 Agency Spending Plan

2001-02 2002-03
Category Revised Budget Agency Spending| Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 5,055,000 0
Interest Earnings
1998-2000 ' 0 0
2000-02 16,069 0
Current Appropriation 6,080,000 6,280,000 3.29%
Current Year Interest Earnings 103,089 0
Surplus Expenditure Plan 0 0
Sub Total General Fund 11,254,158 6,280,000 -44.20%
Agency Receipts
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Agency Receipts 0 0 0.00%
Federal Funds
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Federal Funds 0 0 0.00%
TOTAL REVENUES 11,254,158 6,280,000 -44.20%
Expenditures by Major Object
Personal Services 0 0
Operating Expenses 0 0
Grants, Loans, Benefits 11,254,158 6,280,000 -44.20%
Capital Expenses 0 0
Total Expenditures by Major Object 11,254,158 6,280,000 -44.20%
Expenditures by Program
Lung Cancer Research 11,254,158 6,280,000 -44.20%
Total Expenditures by Program 11,254,158 6,280,000 -44.20%




Council on Postsecondary Education
Regional University Excellence Trust Fund

2002-03 Agency Spending Plan

2001-02 2002-03
Category Revised Budget Agency Spending | Percent
3/31/02 Plan Change
REVENUES
General Fund
Carry-Forward
Principal 807,300 0
Interest Earnings
1998-2000 582,469 0
2000-02 85,409 0
Current Appropriation 12,593,000 0
Current Year Interest Earnings 61,208 0
Surplus Expenditure Plan 0 0
Sub Total General Fund 14,129,386 0 -100.00%
Agency Receipts
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Agency Receipts 0 0 0.00%
Federal Funds
Carry-Forward 0 0
Current Receipts 0 0
Sub Total Federal Funds 0 0 0.00%
TOTAL REVENUES 14,129,386 0 -100.00%
Expenditures by Major Object
Personal Services 0 0
Operating Expenses 0 0
Grants, Loans, Benefits 14,129,386 0 -100.00%
Capital Expenses 0 0
Total Expenditures by Major Object 14,129,386 0 -100.00%
Expenditures by Program
Enroliment Growth & Retention
Eastern Kentucky University 740,390 0 -100.00%
Kentucky State University 318,402 0 -100.00%
Morehead State University 314,090 0 